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OATH OR AFFIRMATION

[ HOWARD B. LEVENSCN , swear (or affirm) that, 1o the best of

my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of
WESTERN FINANCIAI. CORPORATICN as

of SEPTEMBER 30 , 20 07 , are true and correct. | further swear (or affirm) that

neither the company nor any partner, proprietor, principal officer or director has any proprietary interest in any account
classified solely as that of a customer, except as follows:

NO EXCEPTIONS

gl /)
MA/SWM

CHATRMAN AND CEO
Title

Notary Public

This report ** contains {check all applicable boxes):

Bl (a) Facing Page.

Kl (b) Statement of Financial Condition.

O (c) Statement of Income (Loss).

O (d) Statement of Changes in Financial Condition.

O (e) Statement of Changes in Stockholders' Equity or Partners’ or Sole Proprictors’ Capital.

O (f) Statement of Changes in Liabilities Subordinated to Claims of Creditors.

[0 (g) Computation of Net Capital.

[} (h) Computation for Determination of Reserve Requirements Pursuant to Rule t5¢3-3.

3 (i) Information Relating to the Possession or Control Requirements Under Rule 15¢3-3.

[ ) A Reconciliation, including appropriate explanation of the Computation of Net Capital Under Rule 15c3-1and the
Computation for Determination of the Reserve Requirements Under Exhibit A of Rule 15¢3-3.

[0 (k) A Reconciliation between the audited and unaudited Statements of Financial Condition with respect to methads of
consolidation.

BJ (1) An Oath or Affirmation.

O (m) A copy of the SIPC Supplemental Report.

(n) A reportdescribing any material inadequacies found to exist or found to have existed since the date of the previous audit,

O

**For conditions of confidential treatment of certain portions of this filing, see section 240.17a-5(e}(3).

STATE OF CALIFORNIA
COUNTY QF SAN DIEGO

SUBSCRIBED AND SWORN TO BEFORE ON THIS {Sd DAY OF NOVEMBER 2007

PAMELA J. SATCHELL
Commission # 169764)
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Certified Public Accountants

Independent Auditors’ Report

Board of Directors and Stockholders
Western Financial Corporation

We have audited the accompanying statement of financial condition of Western Financial
Corporation, a California corporation, as of September 30, 2007. This financial statement
is the responsibility of the Company’s management. Qur responsibility is to express an
opinion on this financial statement based on our audit.

We conducted our audit in accordance with auditing standards generally accepted in the
United States of America. Those standards require that we plan and perform the audit to
obtain reasonable assurance about whether the financial statements are free of material
misstatement. An audit includes examining, on a test basis, evidence supporting the
amounts and disclosures in the financial statements. An audit also includes assessing the
accounting principles used and significant estimates made by management, as well as
evaluating the overall financial statement presentation. We believe that our audit provides
a reasonable basis for our opinion.

In our opinion, the accompanying statement of financial condition referred to above
presents fairly, in all material respects and in the form prescribed by the Securities and
Exchange Commission, the financial position of Western Financial Corporation as of
September 30, 2007, in conformity with accounting principles generally accepted in the
United States of America.

The accompanying statement of financial condition is presented under Rule 17a-5(e}(3) of
the Securities and Exchange Commisston, and is open for public inspection.

108

San Diego, California Blum & Clark
November 6, 2007 Certified Public Accountants

858-292-0543 1 FAX 858-292-0674 B www.blumandclark.com
5675 Ruffin Road, Suite 300 B San Diego, CA 92123



WESTERN FINANCIAL CORPORATION

STATEMENT OF FINANCIAL CONDITION

SEPTEMBER 34, 2007
ASSETS
Allowable  Non-Allowable Total
CURRENT ASSETS:
Cash $ 90,451 $ - § 90,451
Commissions receivable 42,049 --- 42,049
Total assets $ 132,500 § - 9 132,500
LIABILITIES AND STOCKHOLDERS' EQUITY
Non
Aggregate Aggregate
Indebtedness  Indebtedness Total
LIABILITIES:
Commissions payable and accrued expenses  $ 37,604 § - 3 37,604
Subordinated notes payable to related party — 60,000 60,000
Total current liabilities S 37,604 § 60,000 97,604
STOCKHOLDERS' EQUITY:
Common stock, no par value, 7,500 shares authorized,

3,500 shares issued and outstanding 15,000
Additional paid-in capital 3,354
Retained earnings 16,542

Total stockholders' equity 34,896

Total liabilities and stockholders' equity $ 132,500

See notes to financial statements.
22-



WESTERN FINANCIAL CORPORATION

NOTES TO FINANCIAL STATEMENTS
FOR THE YEAR ENDED SEPTEMBER 30, 2007

Note 1- SUMMARY OF ORGANIZATION AND SIGNIFICANT ACCOUNTING POLICIES

Nature of business

Western Financial Corporation (the “Company”) is located in San Diego, California
and is a registered broker-dealer with the Securities and Exchange Commission
(“SEC”). The Company is a member of the Financial Industry Regulatory
Authority (“FINRA™), previously the National Association of Securities Dealers,
Inc. (the “NASD").

The Company has an agreement with another broker-dealer (the “clearing broker”) to
clear transactions, carry customers’ accounts on a fully disclosed basis and
perform record keeping functions and consequently, operates under the exemptive
provisions of SEC rule 15¢3-3k(2)(ii).

Use of estimates

The preparation of financial statements in conformity with generally accepted
accounting principles requires management to make estimates and assumptions that
affect certain reported amounts and disclosures. Accordingly, actual results could
differ from those estimates.

Cash deposits

At times during 2007 the Company had deposits in excess of federally insured limits.
Income taxes

Income taxes are provided for the tax effects of transactions reported in the financial
statements and consist of taxes currently due plus deferred taxes related primarily to
differences between the basis of certain assets and liabilities for financial and tax
reporting. The deferred taxes represent the future tax return consequences of those
differences, which will either be deductible or taxable when the assets and liabilities
are recovered or settled. At September 30, 2007 there are no deferred taxes.

Commission revenue and expense recognition

Commission revenues and related commission expenses are recognized on a trade date
basis as securities transactions occur.

Allowance for doubtful accounts

The Company considers commissions receivable to be fully collectible, accordingly,
no allowance for doubtful accounts is provided.
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WESTERN FINANCIAL CORPORATION

NOTES TO FINANCIAL STATEMENTS
FOR THE YEAR ENDED SEPTEMBER 30, 2007

Note 2- NET CAPITAL REQUIREMENTS

The Company is subject to the SEC Uniform Net Capital Rule (Rule 15¢3-1), which
requires the maintenance of minimum net capital and requires that the ratio of
aggregate indebtedness to net capital, both as defined, shall not exceed 15 to 1.
Aggregate indebtedness and net capital change from day to day, but as of
September 30, 2007 the Company’s net capital ratio is approximately .40 to 1. Net
capital was $94,896, and aggregate indebtedness was $37,604. The required net
capital was $50,000, and excess net capital was $44,896.

The Company does not carry customer accounts, nor does it hold customer securities
or cash. Therefore, it is exempt from Rules 15¢3-3 and 17a-13 under the
Securities Exchange Act of 1934,

Note 3- LIABILITIES SUBORDINATED TO CLAIMS OF GENERAL CREDITORS

At September 30, 2007, the Company had four outstanding notes payable {o a
company that is wholly owned by one of its stockholders. At September 30, 2007,
all of the notes had an aggregate carrying value of $60,000 (8.0% annual interest),
payable at maturity on December 31, 2008. The Company paid $4,800 of interest
to the related company.

The subordinated borrowings are covered by agreements approved by FINRA and, as
a result, are available in computing net capital under the SEC’s Uniform Net
Capital Rule. Accordingly, they may be repaid only if, after giving effect to such

repayments, the Company continues to meet such net capital requirements and
receives FINRA approval.

Note 4- INCOME TAXES
Current taxes

The provision for income tax at September 30, 2007 consists of:

Federal $ 1,266
State 2,462
$ 3,728

The federal and state net operating loss carryforwards from prior years used this year
were $23,164 and $14,459, respectively.



WESTERN FINANCIAL CORPORATION

NOTES TO FINANCIAL STATEMENTS
FOR THE YEAR ENDED SEPTEMBER 30, 2007

Note 5 - RELATED PARTY TRANSACTIONS

The Company rents its office space from a company owned by one of its principal
stockholders under a formal, month-to-month agreement. Rent expense, including
utilities, totaled $75,720 for the year ended September 30, 2007.

The Company also receives computer and research services from a company owned by
one of the other principal stockholders, which are billed on a monthly basis. These
services totaled $33,000 for the year ended September 30, 2007,

Note 6 - ANTI-MONEY LAUNDERING COMPLIANCE PROGRAM

The Company has adopted an anti-money laundering compliance program as required
by the USA Patriot Act of 2001. The program requires management to perform
certain procedures, primarily in connection with the opening of new accounts and
reviewing questionable activity in all accounts. The Company 1s in compliance
with the program.



